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We draw your attention to the attached financial and oper- 
ating statements for the fiscal year ended December 31, 1969. 

Of significant interest is the fact that the operating profit 
of the company before non-recurring overseas expenses, in- 
terest charges and income taxes is $2,166,000. against 
$1,756,000. for the 1968 year. This represents an improve- 
ment of 23.3%. 

The very high cost of financing our growth, combined with 
some non-recurring acquisition costs, and income taxes, re- 
duced this figure to a net growth in profit of 9.5%. 

We do feel that the important figure is that represented by 
| the operating profit since, with the exception of taxes, the 
othe costs either are non-recurring or continue at a minimal 

mount in relation to the ongoing business. 

Domestically, we have been faced with very high cost in- 
creases which up to year-end were not relieved by correspond- 
ing price revisions. We are pleased to report that progress has 
been made in correcting this situation. An example was the 
absolute necessity for our industry to adjust the base selling 
price of hot and cold drinks from 10¢ to 15¢. The last price 
adjustment in these commodities was made about 15 years 
ago. 

We are also conducting a thorough review of all operating 
and administrative policies and procedures to examine our 
own efficiency. We have spent, and are continuing to spend, 
many hours and dollars to create better and more efficient 
means of producing a meal of quality for our end consumer. 
With modern technical know-how and equipment, we are now 
serving many meals which have been centrally prepared, 
frozen and delivered to our clients’ premises ... then, pro- 
cessed in avery small efficient kitchen for their meal service. 

These methods, which for many years have been discussed 
as a possibility, are now a reality with Versafood in some 
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areas. We believe that our investment in product research and 
production methods has given us a substantial market advan- 
tage for the years ahead. 

Further progress can be reported in the constant search for 
the improvement of the calibre of our management group at 
all levels. We are justly proud of a fine team of management 
and operating people. 

Our international investments have produced satisfactory 
profit returns with the exception of the United Kingdom com- 
pany which lost aproximately $15,000 (year-end audited 
reports not yet available). 

The outlook in Germany, with larger production and frozen 
storage facilities almost completed, is for an increase exceed- 
ing 20% in the current year. 

A new flight kitchen in Montego Bay, Jamaica, will be 
opened during April while the new kitchen in Kingston, 
Jamaica, should be ready for operation in December of 1970. 
The new kitchens are designed for the jumbo jet age and will 
help create greater efficiency and improved quality. As well, 
they will accommodate the growth in airline business contem- 
plated over the years ahead in this important market. 

We look towards the coming year with optimism for further 
improvements in volume and profits. 

On behalf of the Board, 


ae 


Allan D. Baker, 
President 
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TORONTO, March 18 ~ Versafood Services Limited, in its annual 
report to shareholders, shows a net income of $828 , 000 in the 
year ended December 31, 1969 compared with $756,000 in 1968. 
This represents an increase of 9.5%. 

Revenue in 1969 rose to $58,615,000 from $47,256,000 ng 
1968, an increase of 24%. 

In his message to shareholders, Allan D. Baker, chairman 
and president, stated that, in the year under review, the 
operating profit of the company before income taxes, non-recurring 
acquisition costs and interest charges as a result of financing 
company growth was '$2,166,000, an improvement of 23.3% over 
$1,756,000) in the previous year. 

The report states that a prime objective of the company 
is to diversify and expand within the service industry, both 
geographically and by markets. Geographically, the company's 


growth has already taken it across Canada and to the United 


Kingdom, the Caribbean and the European market via Germany. 
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To profit from the fast growing leisure-time industry, 
Versafood has built a strong market base in the hotel, restaurant, 
Snack bar, concession and airline catering markets. Food 
service management to leisure homes for the elderly population 
is becoming an important part of the company's business. 

Versafood has established itself in Canada as a leader 
in providing food services to the business, industrial and 
institutional fields. This major segment of the service market 
includes hospitals, convalescent homes, day nurseries, schools, 
colleges, universities, far northern towns, industrial plants, 
the construction industry, business offices and the general 
working public. 

The report points out that major expenditures made by 
the company in 1969 to establish itself in new areas within 
the service market will provide increased stability and 


improved profit potential. 
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Aux Actionnaires 
de Versafood Services Limited 


Nous vous invitons a prendre connaissance des états finan- 
ciers et des résultats d’exploitation pour l’exercice terminé le 
31 décembre 1969. 

Il est particulierement intéressant de noter que le bénéfice 
d’exploitation, avant déduction des dépenses extraordinaires 
encourues outre-mer, des intéréts et des impots sur le revenu, 
a atteint $2,166,000 comparativement a $1,756,000 en 1968, 
soit une augmentation le 23.3%. 

Le coat tres élevé du financement de notre croissance ainsi 
que certains frais d’acquisition extraordinaires et les impdts 
sur le revenu ont toute fois ramené cette augmentation nette 
a 9.5%. 

Nous croyons que le chiffre le plus important reste celui du 
béneéfice d’exploitation car, a |’exception des impéts, les autres 
frais sont de nature extraordinaire ou ne représentent qu’une 
somme infime par rapport au chiffre d’affaires. 

Sur le marché domestique, nous avons eu a faire face a 
des augmentations marquées des frais qui n’avaient pas en- 
core été compensées, a la fin de l’exercice, par des révisions 
correspondantes des prix; nous sommes heureux de vous in- 
former qu’on a commencé de corriger cette situation. Ainsi, i| 
a été absolument nécessaire pour notre industrie de porter de 
10¢ a 15¢ le prix de vente de base des breuvages chauds et 
froids. La derniére révision des prix dans ce domaine remon- 
tait a environ 15 ans. 

Nous procédons également a une révision complete de nos 
politiques et de nos méthodes d’exploitation et d’administra- 
tion en vue de les rendre plus efficaces. Nous avons déja dé- 
pensé, comme nous continuerons de le faire, beaucoup de 
temps et d’argent pour trouver des moyens plus pratiques et 
plus efficaces de préparer des repas d’excellente qualité a 
intention de notre client, le consommateur. Grace a la tech- 
nologie moderne et a notre equipement perfectionne, nous 
pouvons maintenant offrir un vaste choix de mets préparés 
dans une cuisine centrale, puis congelés et livrés aux établis- 


Ces méthodes, a |’étude depuis de nombreuses années, sont 
maintenant devenues une réalité pour Versafood dans cer- 
taines régions. Nous croyons que l’argent que nous avons con- 
sacré a la recherche afin d’améliorer nos produits et nos mé- 
thodes de préparation nous confére un avantage trés net pour 
les années a venir. 

I! faut également souligner que nous avons réalisé des pro- 
gres en ce qui a trait a l’amélioration de la direction et des 
cadres, a tous les niveaux. Nous sommes fiers, a juste titre, de 
l’excellente Equipe que nous avons réunie. 

Nos investissements internationaux ont donné des résultats 
satisfaisants a l’exception de notre compagnie au Royaume- 
Uni qui a subi une perte d’environ $15,000 (nous n’avons pas 
encore les chiffres vérifiés de fin d’exercice). 

En Allemagne, ou l’agrandissement de nos installations 
pour la préparation et |’entreposage des aliments congelés est 
presque terminé, on prévoit une augmentation supérieure a 
20% pour l’exercice en cours. 

Nos nouvelles installations de cuisine pour les lignes 
aériennes a Montego Bay (Jamaique) seront terminées en 
avril, tandis que celles de Kingston (Jamaique) devraient étre 
mises en service en décembre prochain. Concues pour |’ére 
des super-jets, ces nouvelles cuisines améliorent a la fois 
l’efficacité et la qualité. Elles pourront également satisfaire a 
l’accroissement de la demande des lignes aériennes prévu 
pour les années a venir. C’est la un marché trés intéressant. 

Nous avons confiance que notre chiffre d’affaires et nos 
bénéfices progresseront encore cette année. 

Au nom du conseil, 


i ae 


STE 


sements de nos clients, ceux-ci disposant d’une petite cuisine le président, 
équipée pour assurer un service efficace. Allan D. Baker 
ADMINISTRATEURS HEAD OFFICE 
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VERSAFOOD SERVIC 


(Incorporated under the laws of Canada) and its subsidia 


CONSOLIDATED BALANCE SHEET DECE 


(with comparative figures at December 31, 1968) 


AUDITORS’ REPORT ASSETS 1969 
CURRENT: 
Cash 
To the Shareholders of 0 t wablenatao) : A ste 
Versafood Services Limited oe 5 Reda Hage ea ere 
Inventories valued at the lower of cost or market 1,922,000 
Prepaid expenses 741,000 
We have examined the consolidated TOTAL CURRENT ASSETS 8,227,000 
balance sheet of Versafood Services 
Limited as at December 31, 1969 INVESTMENT IN ASSOCIATED COMPANIES (note 1) 1,945,000 
and the consolidated statements of FIXED, at cost: 
income, retained earnings and source Buildings and equipment 13,201,000 
and application of funds for the year Less accumulated depreciation 5,156,000 
then ended. Our examination of the mCIAEIAAT 
8,045,000 
financial statements of Versafood 
Services Limited and those subsidi- Land ___109,000 
aries of which we are the auditors TOTAL FIXED ASSETS 8,154,000 
included a general review of the ac- OTHER ASSETS: 
counting procedures and such tests Investment in location acquisition costs (note 1) 8,663,000 
of accounting records and other sup- Technical and systems know-how at cost 900,000 
portiine ani a KS ae Incorporation and financing expenses 469,000 
ee cee pera Sauber Heda CSN : Deferred costs (note 3) 448,000 
have relied on the report of the audi- TOTAL “To 480.000 
tors who have examined the financial OTALIOTNERIAS SETS —_—_ 
statements of the German subsidiary. $28,806,000 
In our opinion these financial 
statements present fairly the finan- 
cial position of the Companies as at 
December 31, 1969 and the results 
of their operations and the source For the year ended December 31, 1969 1969 
and application of their funds for the (with comparative figures for 1968) 
Mecligic ie scicel a gacoanee ae Working capital at the beginning of the year : 
generally accepted accounting prin- as previously reported $ 302,000 
ciples applied on a basis consistent Opening working capital of German company acquired 
with that of the preceding year, after as at January 1, 1969 268,000 : 
giving retroactive effect to the change __570,000 
in method of accounting for the Com- Funds were provided from: 
ervichchareuon tl pes fed bs Net income for the year 828,000 
P y e He re pat Provision for depreciation 1,004,000 — 
ings and losses of 50% owned Provision for deferred income taxes 350,000 
companies as described in Note 1 Amortization of deferred start-up costs 54,000 
to the consolidated financial state- Minority interest ___ 89,000 
ments, except for the change in the Funds provided from operations (cash flow) 2,325,000 
basis of determining and amortizing Net proceeds from long-term debt 3,240,000 
deferred costs as described in Note Issuance of shares of common stock (note 6) 3,498,000 
; ; Deferred income taxes of subsidiaries at 
3 to the consolidated financial state- time of acquisition _ 
ments. 9,063,000 
Funds were applied to: 
Purchase of property and equipment (net) 3,846,000 
CLARKSON, GORDON & CO. Investment in location acquisition costs 3,056,000 
Additional investment in associated companies 1,952,000 
STR lacie Ral EA Dividends on common class A shares 98,000 
Deferred costs 327,000 
Toronto, Canada, __ 9,279,000 
March 13, 1970. Working capital at end of year $ 354,000 
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mpanies 


ER 31, 1969 


LIABILITIES 1969 
CURRENT: 

Due to bankers $ 1,003,000 
Accounts payable and accrued charges 6,472,000 
Other taxes payable 398,000 
TOTAL CURRENT LIABILITIES 7,873,000 
DEFERRED INCOME TAXES (note 4) 648,000 
LONG-TERM DEBT (note 5) 5,280,000 
MINORITY INTEREST 218,000 


SHAREHOLDERS’ EQUITY 
Capital Stock (note 6) 
Authorized: 
2,000,000 common class A shares without 
nominal or par value 
2,000,000 common class B shares without 
nominal or par value 


Issued: 

818,708 common class A shares 10,098,000 
(1968 - 650,000) 

1,000,000 common class B shares 2,400,000 
12,498,000 
Retained earnings 2,289,000 
TOTAL SHAREHOLDERS’ EQUITY 14,787,000 
$28,806,000 


CONSOLIDATED STATEMENT OF INCOME 


For the year ended Décember 31, 1969 1969 
(with comparative figures for 1968) / 
TOTAL REVENUES (note 7) Y $58,615,000 
Operating, marketing and general 

administrative expenses 55,356,000 
Depreciation 1,004,000 
Minority interest 89,000 

Total operating expenses 56,449,000 
OPERATING INCOME J 2,166,000 
Interest charges 359,000 
Non-recurring international expenses 117,000 

476,000 

INCOME BEFORE DOMESTIC AND 

INTERNATIONAL INCOME TAXES 1,690,000 

Domestic and international income taxes J 862,000 
NET INCOME FOR THE YEAR $ 828,000 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


For the year ended December 31, 1969 1969 
(with comparative figures for 1968) 


Balance at the beginning of the year 


As previously reported $1,757,000 
Adjustment of previous losses of a 50% 

owned company (note 1) 198,000 

As restated 1,559,000 

Net income for the year 828,000 

2,387,000 

Dividend on common class A shares 98,000 

Balance at the end of the year $2,289,000 


NOTES TO CONSOLIDATED 
FINANCIAL STATEMENTS 
December 31, 1969 


1. Basis of Consolidation and Exchange Translation 

The accompanying financial statements include the 
accounts of all subsidiary companies including, for 
the first time, the accounts of Apetito-Fertigmenu — 
Karl Dusterberg KG of West Germany in which the 
eben acquired a 70% interest as at January 1, 

The Company, in addition, has a 50% interest in a 
group of companies in Jamaica acquired as at Decem- 
ber 1, 1968 and a 50% interest in a company in the 
United Kingdom. In 1969 the Company changed its 
method of carrying its investment in such companies 
from cost to cost plus equity in the undistributed 
earnings or losses since acquisition. Accordingly, the 
1968 figures have been restated to give retroactive 
effect to this change in method. 

The accounts of the foreign companies have been 
translated into Canadian dollars as follows: current 
assets, current liabilities and long-term debt at ex- 
change rates prevailing at the end of the year; invest- 
ments and fixed assets at exchange rates prevailing at 
date of acquisition; income and expenses at average 
exchange rates during the year. 

The excess of cost of purchase over net assets of 
purchased businesses at the time ownership was ac- 
quired has been charged principally to “Investment 
in Location Acquisition Costs’”’ and is not being amort- 
ized because, in the opinion of the Company, there 
has been no diminution in the value of such locations. 


2. Accounts Receivable 
Accounts receivable include amounts due from asso- 
ciated companies totalling $368,000 and income taxes 
recoverable of $152,000. 


3. Deferred Costs 

In 1967 the Company initiated the policy of deferring 
in its accounts the initial operating losses, including 
engineering and design, of new facilities on the basis 
that they represent start-up costs incurred in estab- 
lishing the facilities. While the terms of contracts are 
in excess of ten years (excluding options for renewal), 
such costs are being amortized in equal amounts over 
the initial five-year period of the respective contracts. 
The write-off period was changed in 1969 to a five year 
period from three years as this is considered to be 
more realistic. This change in the write-off period had 
the effect of increasing the 1969 net income by 
$12,500. 

During the year the Company changed its method 
of accounting for certain leased vehicles. Previously, 
the Company followed the practice of expensing the 
lease payments when paid. The Company now follows 
the practice of expensing the lease payments over the 
estimated useful life of the vehicles. This change in 
method had the effect of increasing the net income 
by $17,500. 


4. Deferred Income Taxes 
At December 31, 1969, the accumulated amount of 
income taxes deferred in the years up to December 
31, 1967 and not recorded in the accounts amount to 
approximately $333,000. 


5. Long-Term Debt 
Term bank loans due in annual instalments of 

$400,000 maturing 1971 - 1973 — interest 

rate of 112% over prime rate $1,600,000 
Revolving credit bank loans at prime rate 2,000,000 
International bank loans for German 

operations 71/2% due in annual instal- 

ments maturing in 1971 - 1973 1,153,000 
Other operating bank loans at rates of 4, 

41/2, 5% due in annual instalments ove 


next 10 years o 232,000 
Other long-term debt 295,000 
$5,280,000 


6. Capital Stock 

(a) During the year 95,555 common class A shares 
valued at $1,971,000 were issued in partial con- 
sideration for the 70% interest purchased in 
Apetito-Fertigmenu of West Germany. Also 
73,153 common class A shares valued at $1,- 
527,000 were issued for a 50% interest in Ver- 
sair In-Flite Services Limited in Jamaica. 

(b) 60,000 common class A shares have been re- 
served since 1961 for future employee options. 


7. Total Revenues 

Included in ‘‘Total Revenues’’ is the Company's share 
of the undistributed earnings and losses, before income 
taxes, of 50% owned companies in the amount of 
$275,000. 


8. Comimimente 

Versafood Services Limited has undertaken lease 
obligations extending up to 1984 involving minimum 
annual rentals of $850,000. 

The new company pension plan to be introduced in 
1970 includes an unfunded past service pension obli- 
gation amounting to $119,000. This will be funded 
over a 20 year period. 


9. Statutory Information 
Expenses include remuneration to directors, including 
salaries of those who are officers of the Company, 
amounting to $106,000. 


On behalf of the Board: 
ALLAN D. BAKER 


DIXON S. CHANT 


VERSAFOOD — 


Diversification and Growth within the Service Industry 


In an effort to inform our shareholders and the investing 
public, we wish to briefly outline one of the prime corporate 
objectives of your company and attempt to measure our pro- 
gress against this objective ... “Diversification and growth 
within the service industry”. 

Since inception, we have constantly been aware of the need 
to diversify by markets in order to reduce our vulnerability in 
case of recession, strikes or other disruptions in any specific 
geographic market. 

Geographically, our growth has now taken us across Canada, 
into the Caribbeans, over to the United Kingdom and into the 
European market via Germany. We will continue to seek even 
further geographic spread as time goes along. In this way, our 
economic risks in any given area are reduced and, therefore, 
we believe that we can expect a better balance of income 
throughout the years ahead. 

A second major objective has been to develop our expertise 
in diversified “Service” markets. To examine the service mar- 
ket, one must look broadly at two areas. Firstly, the leisure 
industry market . . . there are obvious reasons for the vast 
growth of this area... greater affluence of a larger segment of 
the population . .. longer holiday periods .. . shorter work 
week ... earlier retirement and so on. 

Herein, lies a market growing so quickly and of such vast 
proportion that it boggles the imagination. The hotel industry, 
the restaurant industry, the airline catering services, snack 
bars, concessions... . all of these and many others will profit 
by the increase in leisure time. 

How is your company sharing now and preparing itself for 
service to the leisure industry? 

We are serving restaurant and snack operations in locations 
such as Upper Canada Village and, as well, manage a small, 
narrow gauge railway at this important tourist attraction. We 
have Heritage restaurants in Ottawa, Niagara Falls, Moncton, 
St. Johns, Montreal and Toronto. 

Our Heritage Inn operations are now well established and 
will grow in the years ahead. 

Food service management to leisure homes for our elderly 
population is becoming an important part of our business. 

Our entry into the airline food service operations in Jamica 
is another example of leisure time diversification in service 
markets. 

The second major service market lies in the business, 
industrial and institutional fields. This segment includes hos- 
pitals, convalescent homes, day nurseries, schools, colleges, 
universities, far northern towns, industrial plants, the con- 
struction industry, business offices and the general working 
public. Within this group, there is still further diversification 
which can offer volume stability during periods of economic 
uncertainty. 

Versafood has established itself in Canada as a leader in 
supplying food service in each and every one of the segments 
of this market. Our constant search for improved efficiency of 


Heritage Inn 


Airline Catering 


these services, combined with the benefit which we gain from 
the on-going research and development programs of ARA 
Services, the largest food service company in the world, with 
whom we have a long term know-how agreement, means a 
real advantage to Versafood in maintaining its leadership. 

There are other obvious areas of the service industry which 
remain open to us... we will continue to examine these and 
will enter them when the conditions are feasible. 

Why does the service industry offer unusually sound invest- 
ment opportunities? We believe there are at least four basic 
reasons: 


1. The vast potential growth of most of these markets. 


2. Mobility of marketing ... downturns in one segment of the 
market will not substantially affect the company. As an 
example, in a time of industrial production layoffs, we have 
the opportunity to increase our sales efforts towards the 
institutional fields which are less sensitive to economic 
conditions. 


3. There is no obsolescence factor in the service industry. 
There are no annual major mode! or style changes—only 
systems and methods. 


4. The diversity of the market available to us means greater 
corporate and economic stability than is available to most 
hard goods manufacturers. 


Versafood Services has successfully taken advantage of its 
opportunities to build a broad market base through both 
domestic and international growth. Likewise, Versafood Serv- 
ices has developed a strong position within the various phy- 
sical segments of the service market. 

Establishing ourselves in these new markets initially costs 
money. Evidence can now be seen of the justification of this 
expense. Diversification geographically, and by markets, re- 
sults in greater stability for the company and improved profit 
potential. 


COMPARATIVE SALES PERCENTAGES BY MARKET 


1959 - 1969 

INSTITUTIONAL (university, 1959 1969 
hospitals, etc.) 25% Bless 
TRAVEL and LEISURE 0.3% OI5% 
BUSINESS and INDUSTRY 97.2% 51.0% 

OVERSEAS OPERATIONS (on basis 
of percentage owned by VS) — 7.1% 
TOTAL 100% 100% 


Research and Standards 
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VERSAFOOD — 


Diversification et croissance dans l'industrie des services 


Afin de mieux renseigner nos actionnaires et les investisseurs 
en général, nous désirons leur rappeler les grands objectifs 
de la Compagnie, qui sont la diversification et la croissance 
au sein de l'industrie des services, et évaluer les résultats 
obtenus jusqu’ici. 

Depuis notre fondation, nous avons toujours été conscients 
du besoin de diversifier nos débouchés afin d’étre moins vul- 
nérables en cas de récession, de gréves ou autres événements 
néfastes dans un secteur géographique donnée. 

Nous avons maintenant des intéréts dans tout le Canada, 
aux Antilles; au Royaume-Uni et sur le contient européen, soit 
en Allemagne, et nous continuerons d’étendre notre champ 
d’action sur le plan géographique. Ce genre de diversification 
nous permettra de tirer de ces exploitations un revenu mieux 
é€quilibré dans les années a venir. 

Un autre objectif important a été de parfaire notre spéciali- 
sation dans divers marchés de “‘services” ou il faut essentiel- 
lement tenir compte de deux grands secteurs. II y a premiére- 
ment le marché des loisirs. Les raisons de sa croissance 
extraordinaire sont évidentes: aisance accrue d’une plus 
grande partie de la population; vacances plus longues, 
semaine de travail plus courte; retraite a un age moins avancée 
et ainsi de suite. 

Ce marché prend rapidement une ampleur qui dépasse 
imagination. Les industries de l’hdtellerie et de la restau- 
ration, les services alimentaires pour les lignes aériennes, 
les comptoirs pour repas légers, les concessions, autant de 
commerces, entre autres, qui bénéficieront de ce que les gens 
ont plus de temps libre. 

Quelle est notre part actuelle de ce marche et comment 
nous préparons-nous a le pénétrer davantage? 

Nous administrons des restaurants et des comptoirs dans 
des endroits pittoresques comme Upper Canada Village, 
centre touristique trés florissant ol nous exploitons méme un 
petit ‘‘chemin de fer’. Nous avons des restaurants ‘‘Heritage” 
a Ottawa, Niagara Falls, Moncton, Saint-Jean, Montréal et 
Toronto. 

Nos établissements Heritage Inn, bien établis et déja 
réputés, ne feront désormais que progresser. 

L’administration des services alimentaires pour les maisons 
d'accueil pour vieillards prend sans cesse de |’importance. 

Notre premiére expérience avec les lignes aériennes, a la 
Jamaique, constitue un autre exemple de diversification dans 
l'industrie des services alimentaires. 

Le deuxieme grand secteur est celui des établissements 
commerciaux, des usines et des institutions. On peut y inclure 
les hdpitaux, les foyers de convalescence, les garderies, les 
écoles, les colleges et universités, les villes du Grand Nord, 
les bureaux et le public en général. Dans chacun de ces 
domaines, l’entreprise Versafood s’est hissée au premier rang. 

Nos efforts constants pour rendre nos services plus 
efficaces, ainsi que les avantages que nous valent les pro- 
grammes de recherches et application de ARA Services, la 


Buffet and vending 


plus importante entreprise de services alimentaires du 
monde, avec laquelle nous échangeons des renseignements 
grace a une entente a long terme, vont permettre a Versafood 
de demeurer a l’avant-garde de |’industrie. 

Il ya encore d’autres marchés que nous pourrions pénétrer; 
nous continuerons de les étudier afin d’étre en mesure de 
nous y installer quand les conditions seront favorables. 

Pourquoi une entreprise de services offre-t-elle l'occasion 
de faire des placements aussi attrayants? Nous croyons que 
cela tient a quatre facteurs principaux: 


1. Le grand potentiel de croissance de la plupart de ses 
marchés. 


2. La souplesse de la commercialisation. Les fléchissements 
dans un secteur de Il’é€conomie ne toucheront pas trop la 
Compagnie. Quand il y a des mises a pied dans le secteur 
industriel, par exemple, nous avons l’occasion de stimuler 
davantage la vente aux institutions qui sont moins sensi- 
bles aux conditions économiques. 


3. Le facteur de désuétude ne joue pas dans |’industrie ali- 
mentaire. Les modéles et les styles ne changent pas d’année 
en année — seuls les systemes et les méthodes s’ameélio- 
rent. 


4. La grande diversité des débouchés qui s’offrent a nous se 
traduit par une stabilité €conomique plus grande que celle 
dont jouissent la plupart des fabricants dans les autres 
genres d’industries. 


Versafood Services n’a pas manqué de profiter de ces avan- 
tages pour s’établir sur une base solide et s’étendre aussi bien 
au Canada que sur le plan international. De méme, nous nous 
sommes assures une solide position dans les divers secteurs 
du marché des services. 

Méme s’il en cotite cher pour s’établir dans un nouveau 
marché, la preuve a maintenant été faite que ces dépenses 
sont justifiées. Notre expansion, autant sur le plan géogra- 
phique que sur le plan de la diversification des marchés, tend 
a accroitre les possibilités de bénéfices et a équilibrer les 
activités de la Compagnie. 


POURCENTAGES COMPARES DES VENTES 
SELON LES MARCHES 


T1959 


INSTITUTIONS (universités, 
hdpitaux, etc.) 2.5% 


VOYAGES ET LOISIRS 0.3% 
COMMERCE ET INDUSTRIE 97.2% 


INTERETS OUTRE-MER a 
(en fonction de notre participation) 


TOTAL 


Heritage Dining 


Apetito Buffet 


OPERATING INCOME 


(dollars) 


(before interest, 
income taxes and 
non-recurring 
expenses) 


$1,078,000 


$594,000 


$366,000 


1965 1966 
\ 


TOTAL REVENUES 


Depreciation 
Minority interest 
OPERATING INCOME 
Interest charges 


L967 


$2,166,000 
% OPERATING INCOME 


TO SALES 


(before interest, 
income taxes and 
non-recurring expenses) 392% 


$1,756,000 


1968 1969 2 £965 1966 


COMPARATIVE STATEMENTS OF INCOME 


1968 


1965 1966 1967 1968 1969 
$23,829,000 $27,677,000 $33,274,000 $47,257,000 $58,615,000 
Operating, marketing and administrative expenses 23,060,000 *. 26,666,000: - 31,713,000: -. 44,753,000" 55,356,000 


403,000 417,000 483,000 


366,000 594,000 1,078,000 i, 


55,000 21,000 11,000 


Non-recurring international expenses — sey TE 


INCOME BEFORE DOMESTIC AND 
INTERNATIONAL INCOME TAXES 311,000 573,000 1,067,000 1; 


Domestic and international income taxes — 90,000 415,000 


Deferred income taxes 


NET INCOME FOR THE YEAR 


— 189,000 144,000 
311,000 294,000 508,000 


748,000 1,004,000 
_— 89,000 
756,000 2,166,000 
131,000 359,000 
- 117,000 


625,000 1,690,000 
699,000 512,000 
170,000 350,000 
756,000 828,000 


NOTE: The deferred income taxes for the years 1966 and 1967 have not been recorded in the Company’s accounts but are shown 
for comparative purposes only. 
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95 Brockhouse Road, Toronto 14, Ontario +» Telephone 255-7381 


August 25, 1969 


TO: THE SHAREHOLDERS 


We are pleased to submit a brief unaudited summary of our financial and operating 
results for the six month period to July 2nd, 1969. 


The first six months have seen the completion of the preparations for the July 
opening of our first two hotel operations. The New Heritage Inn on Rexdale Boulevard is 
the flagship for our future expansion. Located near Toronto Airport and centred in a fine 
light industrial area, we believe it will enjoy a good share of a large market place. 


The second hotel is in Fredericton, the capital of New Brunswick. We, at Versafood, 
are proud to have been chosen to manage the Lord Beaverbrook Hotel. We will endeavour 
to maintain and, indeed, improve on its history of excellent service to the Fredericton area. 


Little need be said of the many and costly labour disputes which have plagued the 
Canadian scene in recent months. These have had an adverse effect on the anticipated 
financial results applicable to the Business and Industry sectors of our operations. All other 
Divisions of our business have shown satisfactory progress. 


Financial evidence is exhibited on our overseas operations. We are very pleased with 
the progress of our overseas interests and continue to foresee profitable expansion in these 


areas. 


New sales developed to date, combined with prospects for new growth, lead us to 
believe that the last half of 1969 will produce good profit growth for the fiscal year. 


lee S740... 


Allan D. Baker 
Chairman of the Board and President 
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VERSAFOOD SERVICES LIMITED 


UNAUDITED FINANCIAL RESULTS 
FOR THE SIX MONTHS ENDED 


July 2, 1969 July 3, 1968 Increase 
Sales $29,000,000 $22,680,000 27.8 % 
Canadian Income before Interest 
and Taxes 922,000 815,000 13:1) % 
Net Canadian Income after 
Interest and Taxes 405,000 360,000 12.5 % 
Net Overseas Income 155,000 — — 
Total Net Income $ _ 560,000 360,000 55.5 7 
Source and Application of Funds 
Working Capital at Jan. 1st 
consolidated (Note 1) $ 570,000 $ 436,000 
Funds were provided from: 
Net Income 560,000 360,000 
Provision for depreciation 539,000 396 ,000 
Funds provided from operations 
(cash flow) 1,099 000 756,000 
Net proceeds from long term debt 1,367,000 _ 
Issuance of shares of common stock 3,498,000 600,000 
5,964,000 1,356,000 
Funds were applied to: 
Purchase of property and equipment 1,152,000 442 000 
Dividend paid 97,000 97,000 
Investment in Versair In-Flite 
Services — Jamaica 1,527,000 _ 
Investment in Apetito — Germany 3,338,000 — 
Investment in Jiffy Foods Ltd. - 2,300,000 
Deferred restaurant start-up costs 62,000 — 
Other 79,000 — 
6,255,000 2,839,000 
Working Capital at July 2nd and } 
July 3rd respectively 279,000 $( 1,047,000) 


Note 1 


The opening working capital position is $268,000. higher than the closing figure of $302,000. 
published as of December 31, 1968. This increase represents the opening working capital of 
Apetito in Germany which has been consolidated as of January 1st, 1969. 
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